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The New Tax Certificates 
Companies and other large taxpayers will welcome 
the new security, announced by the Chancellor last 
month, which will be available in payment of certain 


‘taxes. In practice, no suitable short-term investment 


has hitherto been possible for funds awaiting transfer 
to the tax collector. National War Bonds do not 
enjoy a ready market until after the tap has been 
closed, and Defence Bonds can be encashed only at 
six months’ notice and under penalty, while apart 
from the risk of capital fluctuations, a purchase in 
the open market of securities to be resold within a 
short period involves costs which may offset any 
advantage in interest. A further deterrent on invest- 
ment has been the fear that a company’s E.P.T. 
standard might be reduced on the ground that such 
funds were surplus to the requirements of the business. 
Thus there should be a ready demand for the new 
security, which will be available in units of £25 or 
multiples of £25. It may be tendered in payment of 
income tax (other than Schedule E), surtax, N.D.C., 

E.P.T., land tax or war damage contribution, and 
when used for this purpose bear interest at 1 
per cent. free of tax. This is equivalent to 2 per cent. 
for persons or companies liable to income tax at 10s. 
in the {, while for sur-tax payers the theoretical 
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gross rate can range up to 40 per cent. Companies 
which have already passed their E.P.T. standard 
would not formerly have been able to retain any net 
earnings on their liquid assets at all. Thus there can 
be no doubt that the new certificates will prove 
popular. From the point of view of the Treasury, 
the advantages of the new arrangement will be purely 
technical, since the Government effectively secures 
the use of bank balances in advance of tax payments 
by the method of Treasury deposit borrowing. In 
Sir Kingsley Wood’s view, however, it is desirable to 
avoid the piling up of tax moneys in the banks and 
to encourage their more even flow into the Exchequer. 
It hardly needs to be pointed out that the new 
security cannot help to combat inflation, since the 
balances so invested would have remained idle in 
any case pending their transfer to the Exchequer. 


Prisoners of War 

The President of the Society has sent a message of 
goodwill and a small gift to members and examination 
candidates who are known to be prisoners of war, and 
has expressed the appreciation of the Society of their 
gallant and honourable service. In case it should be 
ible to render them any further help through the 
Red ed Cross Organisation, it is requested that advice 
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may be sent to the Secretary of the Society of the 


names of any members and students who are prisoners - 


of war. Their complete descriptions and numbers, 
and if known the addresses of the camps in which 
they are situated, are necessary. 


Bank-Insurance Concentration 


A further reduction in the number of bank and 
: asurance offices is evidently foreshadowed by Mr. 
Bevin’s references, on two occasions recently, to the 
need for concentrating financial activities. Thus, 
after stressing the need for concentration in business 
generally, he said, in moving the Second reading of 
the National Service Bill: “I would say to the 
Chancellor of the Exchequer that we must carry it 
into the realms of banking and insurance and ancillary 
services of all kinds, in order that those who have 
great experience on the administrative side in those 
matters can give their quota of help for the services, 
just as we have had to get the aid of managements 
on the industrial side, in productive enterprises.’’ On 
a previous occasion the Minister had disclosed that 
he was actually in consultation with the Chancellor 
on this subject, but although the preliminary dis- 
cussions are understood to be making good progress, 
no details are yet available. It can be presumed 
that concentration in this context does not imply 
any merging of independent financial units, but only 
the telescoping of the branch organisation. No doubt 
staff losses would have compelled the banks, on their 
own initiative, to close down some more branches— 
over 1,000 have already been closed—but it may be 
taken for granted that such concentration would be 
kept to the indispensable minimum, economies being 
effected in clerical staff rather than in the number of 
branch managers. Possibly the situation has been 
changed by the new system of individual reservation, 
for the branch manager would seem to possess the 
qualifications corresponding most closely to Mr. 
Bevin’s prescription. While all man-power must 
naturally be used to the best effect from the 
national point of view, it would be easy to 
over-estimate the extent to which branch concen- 
tration could be carried without serious loss of 
efficiency. The man-in-the-street, seeing several 
branches of different banks almost side by side, has 
always assumed that it would be a simple matter to 
amalgamate their facilities under one roof. Any 
such view overlooks the fact that banking is founded 
upon the personal relationship of the customer and 
the branch manager who has been used to handling 
the account. This is evidenced by the fact that 
the majority of bank customers do not bank where 
they live, largely for the reason that a manager 
carries many accounts with him on transfer to a dif- 
ferent branch. Possibly the requirements of the ordin- 
ary individual depositor do not justify the additional 
work which this arrangement entails. Banking, like 
other spheres of civilian activity, must be prepared 
to sacrifice some of its peace-time standards, and 
customers will no doubt accept any resulting incon- 
vience for the sake of the war effort. 
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Mr. Charles Latham 

A barony has been conferred on Mr. Charles 
Latham, J.P., F.L.A.A., F.C.1.S., Leader of the 
London County Council. This is one of four peerages 


'which have been conferred as a special measure of 


State policy and to strengthen the representation of 
the Labour party in the House of Lords. He is now 
Chairman of the London Civil Defence Committee, 
and from 1934 to 1940 was Chairman of the L,C.C. 
Finance Committee. Mr. Latham practises as a 
Certified Accountant in London, and is a director of 
a number of well-known undertakings, including the 
London Passenger Transport Board; and chairman 
of the Executive Committee of the Shareholders’ 
Protection Association, Ltd. He was a member of 
the May Committee of 1931 on securing economy in 
the public services. We offer our congratulations to 
Mr. Latham upon this honour. 


Statistical Analysis of Bank Accounts 


At the request of the Treasury, the clearing banks 
recently made an analysis of their deposits to deter- 
mine the average change in the balances on personal 
accounts during the year to June 30 last. There is 
naturally no question of any information being 
divulged relating to particular customers. The object 
in view was the purely statistical one of obtaining 
data on personal, as distinct from institutional, 
savings. While the banks have for some years 
provided the Bank of England with regular returns 
on such matters as their foreign liabilities or the 
distribution of deposits between current and deposit 
accounts, this is the first time that they have been 
asked to become statisticians as such. The procedure 
adopted was to classify deposits in order to exclude 


all accounts used for business purposes, such as those 


of professional men and shopkeepers, as well as the 
accounts of clubs, companies, local authorities and 
other “institutional’’ account-holders. From the 
residue of purely personal accounts, the balance of 
every twentieth account on June 30 last and a year 
earlier was extracted. The results will naturally 
have to be interpreted with some care. Apart from 
complications due to the one-man business and the 
use of nominee names, it would appear that, although 
accounts opened during the twelve-monthly period 
have been included throughout, not all the banks 
have allowed for accounts closed during the year. 
Even if complete statistical accuracy were obtained, 
moreover, it would be necessary to ascertain from 
other sources whether individual balances as a whole 
had been built up over the year by the sale of securities 
or other capital assets to institutions. 


Costing for Government Contracts 


The Association of British Chambers of Commerce 
has circulated to its members a business man’s 
criticism on the application of Standard Condition 
27 (Costings) of Ministry of Supply contracts. The 
author, a medium-sized manufacturer, warns con- 
tractors of the necessity for detailed records of all 
expenditure, arranged in such a form that no legiti- 
mate items shall be disallowed by the Department’s 
accountant. It is stated that cases have occurred 
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where payment for the last 10 per cent. of deliveries 
may be withheld pending costings investigation, 
which is disturbing to contractors. The investiga- 
tion cannot begin until all deliveries have been made 
and inspected, which may take several months, and 
meanwhile a contractor of limited resources may 
have difficulty in meeting his current liabilities. 

It is pointed out that the Ministry’s accountant 
disallows any items which are not allowed for income 
tax purposes. Special attention should be paid to 
the classification of overheads, and to bad debts, 
advertising: expenses, commission, discounts, and 
depreciation. Working proprietors are advised to 
see that their fair salaries are shown as expenses in 
the profit and loss account. Even small items ma 
have a serious effect on the profit margin allowed, 
which at 7} per cent. per annum on capital employed 
may work out at less than 2 per cent. on turnover. 
The principle of the exclusion of profiteering from 
the war effort is universally approved, but it is 
objected that contractors and their professional 


accountants are left in ignorance of the rules followed . 


in the Ministry’s costing system. These rules appear 
to be more rigid than those of the excess profits tax, 
and a contractor may have difficulty in reconciling 
the costs disclosed by his costing system with those 
ascertained by the Ministry’s accountants, which it is 
suggested make insufficient allowance for the financial 
risks of the business which the contractor must bear. 


Factory and Storage Premises 


The use of premises as factories or warehouses is 
strictly controlled by the Board of Trade under the 
Location of Industry (Restriction) Order, 1941 
(S.R. & O. 1941, No. 1100). The Order was made on 
July 26, and since that date it has been illegal, except 
by licence from the Board, to use premises with a 
floor area of 3,000 or more feet super as a factory or 
warehouse if the premises had not previously been so 
used, or, if the premises were then being used as a 
factory or warehouse for the purpose of a trade or 
business, to use them for any other trade or business. 


. The Board’s Control of Factory and Storage Premises 


operates through regional offices. The Controller- 
General, Sir Cecil Weir, has recently stated that in 
the last six months it has allocated about 4,000 
premises with a total of nearly 50 million square feet 
of floor space, one-third for production and two-thirds 
for storage. The object of the control is to co-ordinate 
and meet the requirements of all Government Depart- 
ments for factory and storage accommodation with the 
minimum disturbance to other essential production. 
Much of the space secured has resulted from the con- 
centration of production. In determining whether a 
building shall be used for production or for storage, 
it is necessary to consider not only whether it is suited 
to war production, but also the availability in the 
district of labour, housing, and power, and the need 
for a reserve pool of premises to rehouse raid-damaged 
units. 
Company Law Reform 

In the middle of a world war Parliament cannot 
devote its precious and limited time to the passage 
of legal reforms. Nevertheless, the suggestions put 
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forward by the Financial News recently for a revision 
of the Companies Act after the war need not be 
regarded as premature. Experience since the last 
revision in 1928 has revealed a variety of points on 
which further changes in the law are desirable if 
“ shareholders’ democracy ’’ is to be made effective 
by enabling outside shareholders to exert some 
effective control over their directors. With this 
main object in view our contemporary sets out a 
number of proposed modifications which include : 
the publication of consolidated accounts ; the abolition 
of bank nominee names and a separate register of 
other nominees, the beneficial interest to be dis- 
closed ; much greater powers for Board of Trade 
inspectors, including the power, with the approval of 
20 per cent. of the shareholders at a special meeting, 
to suspend directors ; greater responsibility for public 
statements concerning a company (especially a 
mining concern), with penalties for misleading state- 
ments ; distribution of profits not to be unreasonably 
withheld ; preference arrears not to be cancelled 
under a reconstruction scheme without a real guid 
pro quo,andsoon. No doubt many of these detailed 
suggestions are controversial or would raise technical 
problems, but all interested in company affairs will 
be able to call to mind instances in which the points 
raised have proved very important, and from the 
shareholders’ point of view not always very satis- 
factory. Since British industry after the war will 
presumably be inviting the public to subscribe fresh 
capital on a substantial scale to finance reconstruction, 
it is to be hoped that some future but not too distant 
opportunity will occur for an overhaul of these 
defects in company law. 


Companies’ Records 


The urgent need of the salvage campaign for paper, 
which we commended to readers in our last issue, 
has caused Mr. Harold G. Judd, C.B.E., Controller 
of Salvage, to issue a reminder to company directors 
and secretaries that since July 10, 1940, it has not 
been necessary for the annual return to be contained 
in the register of members. The return must still 
be forwarded to the Registrar of Companies. Where 
a copy of an annual return made before July 10, 1940, 
has been forwarded to the Registrar, the return may 
be removed from the register of members and disposed 
of for salvage. These provisions are contained in the 
Defence (Companies) Regulations, 1940 (S.R. & O., 
1940, No. 1213). As explained in our last issue, a 
recent Regulation authorises the destruction of 
transfer deeds after three years. It is understood 
that most of the large companies are taking full 
advantage of these provisions, and the Board of 
Trade has expressed the hope that all companies 
willdoso. The Regulations do not apply to chartered 
bodies unless they are also registered under the 
Companies Acts or governed by a special Act of 
Parliament, or to municipal issues or Government 
issues of registered stocks. The period for which 
dividend warrants are to be kept is in the discretion 
of each company. In some cases they might reason- 
ably be disposed of on completion of the audit of 
the accounts for the period in which the dividend 


is paid. 
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ACCOUNTANCY 


. Formerly the Incorporated Accountants’ Journal 
Established 1889 


The Annual Subscription t0 ACCOUNTANCY is 

12s. 6d., which includes postage to all parts of the world. 

The price of a single copy is 1s. od., postage extra. 

All communications to be addressed to the Editor, 

Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2 


MAN-POWER | 


Extensions of liability to national service are 
authorised by the National Service (No. 2) Act, 1941, 
and the Government’s policy has been outlined in a 
white paper on Man-Power and a new edition of the 
Schedule of Reserved Occupations. The age limits 
for compulsory recruitment of men in the armed 
forces and civil defence forces are now 18 to 51, and 
the system of block reservation will gradually be 
replaced by individual deferment. Single women 
between 20 and 31 may now be called up under the 
National Service Acts for duty with the auxiliary 
forces and civil defence. All adult citizens are liable 
= a under the Registration for Employment 

rder. 


Accountants of the categories defined in the 
previous Schedule, and audit assistants with not less 
than ten years’ experience in a practising accountant’s 
office, will from January 1, 1942, be reserved at 31, 
and men who were 30 years of age when they regis- 
tered have already received notice of de-reservation. 
The age will be raised by one year every month. 
The effect for the next six months is shown in the 
following table :— 


Age for Applicable to men born Date of de- 
Schedule reservation 
purposes On or after | On or before 1942 

30 7.7.09 | 22.6.10 January 1 
31 14.7.8 | 6.7.09 February 1 
32 21.7.07 | = 13.7.08 March 1 
33 28.7.06 | 20.7.07 April 1 

34 10.11.05 27.7.06 May 1 

35 1.1.05 | 9.11.05 June 1 


The procedure for the deferment of calling up of 
men engaged in the accountancy profession is the 
same as hitherto and practising members of the 
profession are already in possession of the necessary 
information. The decision of the Ministry of Labour 
and National Service on each application will be 
communicated to firms either before or shortly after 
the date when the man concerned is de-reserved. 
Applications for deferment of qualified accountants 
in full-time appointments outside the profession 
should normally be made by the employer on Form 
N.S.300 to the appropriate office of the Ministry. 
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Women engaged full-time in any capacity in the 
accountancy profession have not hitherto been 
interviewed, but the Ministry has found it necessary 
to review the position, in view of the urgent need, 
especially for women of the age groups 20 to 25, 
inclusive (t.e., those who are 20 or over but under 
26). Conversations have taken place between the 
Ministry and representatives of the profession, and a 
letter giving information will be sent to firms. 


It is recognised that women who are qualified 
accountants or are engaged as audit and accountancy 
clerks carry out duties of a highly skilled and 
specialised nature. If they were so engaged at the 
date of registration they will not be withdrawn until 
suitable substitutes have been obtained. In addition, 
there is a large number of women employed as 
typists and upon administrative duties in accountants’ 
offices whose work is specialised and calls for con- 
siderable training. In the case of “ key-workers ” 
(e.g., typists) and where a large number of women 
are affected in an individual firm, withdrawals 
will be subject to a reasonable but limited period 
to enable substitutes to be obtained as far as 
possible. Women who have been appointed after 
registering will be withdrawn without exception. 
The engagement of women of the age groups 20 to 30 
will not be permitted without the consent of the local 
office of the Ministry. Replacements of women with- 
drawn must therefore be effected from women under 
20 or over 31. ° 


It is not at present proposed to withdraw women 
aged twenty-six and over, engaged in any capacity 
in the profession, but it may be necessary at a later 
date to review the position of those in the 26 to 30 age 
groups. Before any of these are withdrawn further 
discussions will take place with representatives of the 
profession. , 

The employer will always be notified before a 
woman employee is called for an interview. If it is 
desired to apply for her retention, a letter should 
then be sent to the local office of the Ministry 
indicating in precise detail the duties upon which 
she is engaged, with a statement of the staff position 
of the firm and information as to whether she is 
employed as a “ key-worker.’’ The Ministry will co- 
operate with employers to find substitutes as far as 
possible for women who may be withdrawn. 

While some individual firms may feel they are 
subject to special hardship and others that greater 
latitude might have been given, the position must be 
viewed against the general background of the war 
and in relation to the repeated statements of Ministers 
as to the urgency of the man-power problem in H.M. 
Forces, civil defence and munitions. Some relief to 
inevitable uncertainty is afforded by the statement of 
Mr. Ralph Assheton, M.P., Parliamentary Secretary 
to the Ministry of Labour and National Service, that 
deferment is not necessarily for a short period, but 
may be renewed as often as necessary. 

The Ministry has sought the co-operation of the 
profession in giving effect to the foregoing proposals. 
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Payments and Receipts by Bank Debits 
and Credits | 


[CONTRIBUTED | 


During the past few years there has been increased 
effort by a number of companies to induce shareholders 
to agree to have dividends paid direct to their bankers. 
This, it is contended, would cause economies to be 
effected. Since the war started, the greater need for 
retrenchment has béen used as an added plea. 


Economy or Additional Cost ? 

In both national and private interests the matter 
needs consideration, but certainly not blind, unques- 
tioned compliance. It is a problem of much greater 
application than merely dividends on investments, 


and is ordinarily as important in peacetime as in war. . 


The suggestion by those who try to press it on others 
urge rarely comes from recipients of moneys—is 
not new. It has been advocated and in a certain 
degree adopted for thirty or more years. The 
advantages and disadvantages to both sides, and to 
the banker too, merit examination, although with 
the latter aspect the chief concern lies in its bearing 
on the national effort in time of emergency. 


From the Payer’s Point of View 


The question concerns a great many recipients, 
but comparatively few payers. Instead of drawing 
thousands of cheques or dividend warrants a year, 
by acting on a request from the shareholders or 
creditors to pay the amounts to the credit of 
their accounts at a particular bank, the number of 
documents is virtually reduced to one for each 
bank, plus one for each payee who does not 
assent to the scheme. An alternative which may be 
arranged is to give one’s banker a list of payments 
. to shareholders who have agreed to have their 
dividends paid to their bank account, naming payees, 
their bankers, and branches, together with amounts. 

The saving to the payer is considerable in certain 
respects, é.g., in revenue stamps on cheques, postage 
stamps, paper, and labour. It must be remembered, 
however, that statements must be supplied as to each 
payment, showing the gross amount, the income tax 
deducted (where appropriate), or other details of 
the amount paid, and so, in: this respect, the actual 
saving in clerical labour is not great. The true 
economy arises in not having to make out the cheque 
portion of the normal documents, less the time and 
paper absorbed in preparing particulars for the bank 
or banks. The main saving is in revenue and postage 
stamps, which may amount to a substantial yearly 
sum in the case of a large business or undertaking. 

If the individual is to be notified that a sum has 
been paid to his account, the notices can be posted 
by the paying firm or the bank in unsealed envelopes 
franked at.one penny each, whereas a document 
embodying a cheque or warrant can only be posted 
at the twopence-halfpenny rate. Alternative methods 
of notifying payees include the insertion of slips in 


the pass-books, or appended to the pass-book sheets 
(where the loose-leaf type of record is in force), or 
merely an entry in the pass-book to the customer’s 
credit, which the customer may not see for 
some time. - 

But there are disadvantages to be considered. 
First, if every payee does not assent (and it is hardly 
conceivable that all will agree to such a course), a 
separation has to be effected. Secondly, whilst the 
latter give receipts for the amounts paid to them by 
signature on the cheque, those who fall in with the 
bank credit scheme do not give receipts. This may 
not matter to the recipients so long as their bank 
accounts get the benefit. They may not be worried 
by having signed a statement that the bank’s receipt 
shall be the payee’s full and sufficient discharge, but 
is that form of receipt truly satisfactory to the payer ? 

The foregoing remarks relate mainly to payments 
of dividends or other regularly recurring items. Some 
firms extend it to trade accounts. Organisations are 
asked to authorise all sums due to them by the con- 
cern that wishes to adopt the system to be paid to 
the creditor’s bank account. To the creditor this 
system is most inconvenient, time-wasting and costly, 
and affords opportunity for fraud, should any of his 
staff be so minded. Nor can one see much saving to 
the debtor if he notifies the payee (or should one 
say “creditee’’?) what the payment is intended 
to cover. 


From the Creditor’s Standpoint 

The only advantage that seems to accrue to the 
payee is the saving in receipt stamps where these 
would be required, together with postage on the 
envelope covering the receipt. If he saves threepence 
per item that is the maximum, against which there 
are definite disadvantages. 

In the case of dividends the total cash saving is 
nil, because it is not customary to place a revenue 
stamp under the payee’s signature, the endorsement - 
(whether on the back or face of the document) being 
regarded as enough. Nor has the payee to expend 
postage on sending an acknowledgment of the money. 

In the application of the system to trade accounts 
no saving, but a disadvantage, accrues. The creditee 
must be informed by the bank that the sum in 
question has been placed to his credit. That involves 
the expenditure of time and stationery by the banker, 
together with a postage stamp on the envelope to his 
customer. Even if no receipt is asked for by the 
payer the recipient, if a firm with a good accounting 
system, generally finds it preferable to make out a 
receipt (in duplicate) as would be done in the normal 
way, retaining or destroying the top copy. This 
saves him nothing in time or stationery, but makes 
it easy for a dishonest cashier or other person in his 
employ to obtain official receipt forms which may be 
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used when cash comes in, and thus to effect mis- 
appropriation of money. 

Finally, there is the inconvenience to the individual 
who uses the counterfoils of his cheques as a running 
and up-to-date picture of his true bank balance. 
He wishes to carry forward from counterfoil to 
counterfoil the balance at date ; he deducts in respect 
of each cheque drawn and adds the amounts paid in 
as per his paying-in book or slip. If he receives no 
immediate intimation from the bank of credits he 
cannot keep himself conversant with the amount 
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standing to his credit, and if he gives standing orders 
for the banker to meet all or any payments without 
giving individual cheques another reason arises why 
he cannot keep in continuous touch with his cash 
position. This may only concern persons with small 
accounts, but must be reckoned as one of the dis- 
advantages of the general system. Summing up, 
there is grave doubt as to any total advantage, 
either to the payers or to the receivers, from the 
adoption of a system of payments by direct bank 
entries. 


Auditors’ Responsibilities as Affected by 
Wartime Legislation 


By W. J. BACK, Incorporated Accountant 


The duties and responsibilities of the auditor, as 
auditor, flow from the provisions of the Companies 
Act as interpreted by the cases decided thereunder, 
and no alteration in respect of these duties has taken 
place in consequence of war conditions. Some 
observations and suggestions with regard to the war- 
time difficulties of auditors were made in ACCOUNT- 
ancy for January, 1940, at page 80. Legislation has 
however imposed new duties upon auditors and it 
may be useful to summarise and consider some of 
these. 

The free working of the economic system has been 
subjected to very considerable restrictions, involving 
in several cases the setting of standards and the 
comparison of current working with those standards. 
In the application of these restrictions the auditor 
occupies his usual intermediate position, being called 
upon for a report which embodies features new in 
public regulations. There are also new forms of 
taxation. The purpose is, of course, the concentra- 
tion of the productive power of the State and all its 
constituents upon the business of war making (includ- 
ing the provision of finance) and the endeavour is 
being made to control the whole economy to that end. 
The means adopted are (1) direct, by way of the 
limitation of supplies to consumers, the limitation 
of profits and the direction of production, and 
(2) indirect, by means of price and other controls. 

There is also the spreading of the basis of taxation 
by the new provisions for the collection of tax on 
wages at source, so making it possible to tax the 
workman who, because of the absence of “ carry- 
over’ and the impossibility by any other means of 
attaching tax closely to income, has previously 
escaped direct taxation. 

Each of these has added to the duties of auditors. 


The Limitation of Supplies 

The limitation of supplies was effected by Orders, 
one relating to “ textiles ’’ and the other to a long 
list of “‘ miscellaneous ” goods. The method adopted 
was to ascertain the supplies by individual whole- 
salers during a standard period of six months in 1939 
(for textiles from April 1, 1939, and for miscellaneous 
goods from June 1, 1939) and then to restrict the 


sales of that wholesaler to a prescribed ratio of that 
standard for subsequent accounting periods of similar 
length. The restriction was thus applied, not at the 
point of manufacture, but at the point where the goods 
passed from the wholesaler to the retail trade, thus 
leaving free the channels which lead to export trade. 
Wholesalers dealing in controlled goods were regis- 
tered, dealings between registered persons were free 
of restriction, and the limitation was not applied to 
supplies to particular retailers, the wholesaler being 
left free to decide for himself to which of his unregis- 
tered customers he would allocate the quantities he 
was allowed to sell. The registered persons must 
make periodical returns showing their aggregate 
supplies to the retail trade as evidence that they had 
not exceeded the quota. In the case of “ mis- 
cellaneous’”’ goods the limitation was imposed on 
values, in “ textiles ’’ it was on quantities. 

As explained in a Professional Note in our October 
issue, the register in respect of rationed cloth and 
apparel is now of manufacturers and not of whole- 
salers, whose supplies are now controlled by the 
necessity to surrender coupons. The limitation sytem 
has recently been extended to toilet preparations. 

The auditor is brought in to verify first the sales of 
the standard period and then those of each subse- 
quent trading period. As both the permitted ratio 
of goods to be supplied and the list of goods covered 
by the Orders have been subject to variation he must 
see that his information is up to date, and he must 
also clearly understand the official definition of 
“value” in the “miscellaneous” classes. The 
prescribed form of Auditor’s Report is as follows 
(it will of course be modified or qualified by the 
auditor as may be necessary in any individual case) : 

“We have examined the method adopted in 
arriving at the figures set out in the above return 
and are of opinion that it is a reasonable one. We 
have conferred with the officials and employees 
concerned in the compilation of the figures and 
have made such tests as we have considered neces- 
sary; having received such information and 
explanations as we have required we report that 
in our opinion the figures comply with the statutory 
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of Trade.” 

It will be observed that this form of report recog- 
nises the propriety of the professional practice of 
placing reliance upon an enquiry into the methods 
adopted, which of course includes a consideration of 
available means of internal check, coupled with such 
tests as carry satisfaction to the mind of the auditor 
as being a reasonable and experienced person. The 
report does not require, except perhaps in excep- 
tional cases, that the whole of the figures involved 
should be checked. 


The auditor must therefore : 


(1) Form an opinion as to the reasonableness of the 
methods employed in the preparation of the 
return. 

(2) Confer with the officials and others engaged 
thereon. 

(3) Apply such test checks as he considers necessary 


hand. 
(4) Form an opinion as to whether, having regard 


to the explanations received, the figures comply 
with the order and the directions. 


The auditor will realise that in this work, whilst he 
is employed by the trader, he is accepting a re- 
sponsibility to the Board of Trade, of a kind similar 
to that which he accepts in dealing with and settling 
the taxation liabilities of a concern whose accounts he 
has audited. 

The Board of Trade retain the right to conduct an 
examination into the matter themselves, and the 
auditor should therefore carefully preserve all relevant 
records, including detail as to information and 
explanationis received. 


The Purchase Tax 


The purchase tax was first imposed by the Finance 
(No. 2) Act 1940 on the wholesale value of a list of 
chargeable goods. The basic rate is one-third, but 
on some goods it is charged at one-sixth. This is 
essentially a tax on the consumer and is intended, not 
primarily as a revenue producer, but, like the limita- 
tion of supplies, to discourage consumption of articles 
assumed to be of a luxury or semi-luxury nature. 

Here also the wholesaler is required to be regis- 
tered, and is constituted the collector on behalf of the 
Inland Revenue. Dealings between registered con- 
cerns are free and exports are free of tax, but as goods 
pass into the hands of a person proposing to sell to the 
public for consumption the tax attaches, being added 
by the wholesaler to his invoice price and paid by 
him to the Revenue. Each registered concern must 
keep such records as will facilitate the preparation of 
the prescribed returns, which will involve sufficient 
detail as to'the acquisition or manufacture of all 
_ chargeable | a , indicating separately (a) disposal 

c export, (5) disposal to registered customers, and 

(c) disposal to unregistered customers, the latter 
being of course taxable. 

The Commissioners require that the accounts in 
connection with the purchase tax shall form part of 
the audited accounts of the business, and the auditor 


e circumstances of the particular case in 
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must therefore give consideration to these records ; 
he will be well advised to satisfy himself in all cases 
that his examination is sufficient to enable him to 


‘report in terms similar to those set out in respect of 


the limitation of supplies. He should see that 
supporting vouchers and other material necessary is 
available in view of verification by the officials of the 
Commissioners. 

Further, the balance sheet will show among the 
liabilities the amount due to the Revenue for purchase 
tax due but not yet paid over, and the auditor must 
satisfy himself that this is properly stated. 

Income Tax Deducted from Wages and Salaries 

Regulations made under the Finance (No. 2) Act, 
1940, provide that Schedule E tax must be collected 
atsource. This is an entirely new departure in British 
fiscal legislation. It does not in any way alter the basis 
of assessment, and consequently the tax deducted has 
no relation to the income from which it is deducted. 
The procedure is that the collector notifies the 


_employer of the amount to be deducted in the period 


over which the deduction must be spread. The 
notification may be amended by subsequent intima- 
tion if necessary. The employer makes a monthly 
return of the deductions he has made and pays the 
amount over to the collector. The auditor must 
examine the notifications of the collector and the 
records of the deductions made and check therewith 
the amounts paid over to the collector, so as to 
confirm the balance due at the date of the balance 
sheet but not yet paid over. This must, of course, 
be included in the liabilities of the concern. 

The auditor must enquire for notifications and 
amendments thereof received from the Collector of 
Taxes, but there is probably no external assurance 
available that none of these has been overlooked or 
mislaid by the client’s staff. This may be of import- 
ance because there is a contingent liability on the em- 
ployer in respect of tax which he may be held to have 
“wilfully and without sufficient cause”’ failed to deduct. 


Other Matters 

Mention may be made of the excess profits tax, 
which is designed to absorb the profit due purely to 
wartime conditions by setting up a standard assumed 
to be normal for the concern and comparing there- 
with the result for the chargeable accounting period ; 
and to flexible price contracts. In regard to both of 
these additional duties fall upon auditors, but 
as this is well known and has frequently been 
discussed here it is not proposed to go further 
into the matter. There are also the flexible price 
contracts placed for war supplies, where orders to 
manufacture are given subject to a subsequent deter- 
mination of the price to be paid on a “cost plus ’”’ 
basis. This involves the ascertainment of costing 
standards assumed to be normal in the circumstances 
and the calculation of a percentage profit ; this duty 
falls upon accountants but not necessarily (or pro- 
bably even usually) upon the auditors. The auditor 
is, however, concerned to see that credit is not taken 
in the accounts for profits which may subsequently 
prove elusive, owing to a cost investigation resulting 
in a price being fixed which substantially reduces the 
contract price and therefore the profit margin. 
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TAXATION 


The Practising Accountant’s Quandary 


[CONTRIBUTED] 


The old controversy is once again a subject of debate 
in certain of our contemporaries. Can legal avoidance of 
taxation be justified ? We do not propose to take sides, 
except to venture the opinion that any scheme, however 
legal, by which what is clearly income of any person is 
converted into capital for the purposes of taxes on in- 
come, is not to be countenanced by any patriotic citizen 
at the present time. None should avoid legitimate bur- 
dens when every effort is clearly essential to win the war, 
particularly when, as is inevitable, such avoidance throws 
further burdens on others. : 

Having ventured thus far along the path, let us admit 
that, outside the type of scheme which we had in mind in 
the above dictum, it is often difficult to draw the line be- 
tween tax avoidance and elementary precautions. Most 
commercial transactions can be carried out in more than 
one way, and it would be a narrow-minded person who 
would say that the path chosen should be that which 
attracts the maximum taxation. We go further and con- 
sider that everyone owes to himself a duty to enquire, be- 
fore entering into any commercial transaction or relation- 
ship to-day, the effect it will have on taxation liability. 
This is different from taking devious paths to make 
things something which, except in legal form, they are 
not. 

As a very simple example, of everyday occurrence, let 
us examine the ‘“‘one man”’ company. If the “ pro- 
prietor ’’ draws the profits as dividends, he loses the 
earned income allowance. Would anyone deny his right 
to draw them as directors’ fees ? Surely not. If he had 
not adopted the company framework, but had carried on 
as a sole trader, he would automatically have obtained 
the allowance. This is not avoidance, merely legitimate 
arrangement of affairs. 

If, however, a sole trader forms a company and divides 
the profits as dividends for the first year and as directors’ 
fees thereafter, so as to avoid tax, the position is not 
nearly so simple. 

Example.—Company formed April 6, 1939. Profits to 
April 5, 1940, £1,000; 1941, £1,200. Dividends paid 
April 1, 1940, £500; May 31, £500; thereafter none. 
Directors’ fees paid 1940/41, £1,200; thereafter all 
profits taken as directors’ fees. 


Assessments 
Schedule D Schedule E 
On Company : On proprietor : 
1939/40, £1,000 1939/40, nil 


1940/41, £1,000 reduced 1940/41, nil (preceding 
to nil ; year) 
1941/42, nil 1941/42, £1,200 


The proprietor’s allowances are set against his dividends 
in 1939/40 and 1940/41, with the result that, except for 
the loss of the earned income allowance, he benefits to 
the extent of tax on a whole year’s income. Tax avoid- 
ance, unadulterated, but we hesitate to state on which 
side of the line it falls. 

Again, the Osler v. Hall (17 T.C. 68) method 
give rise to another procedure. Briefly stated, the 
position is that a large profit is made and imme- 
diately a partnership change is brought about. After 
a short interval a further partnership change occurs (when 
profits have fallen again). On the second change, claim 


is made under Rule 11 for assessment as on a discontinu- 
ance. The second partnership is thus assessed on actual, 
but no penultimate year increase can be made on the first 
partnership (or sole trader), with the result that the large 
profit falls wholly or partly out of assessment. The situa- 
tion to-day is often ‘“‘ manufactured,’’ but it may arise 
normally, through deaths, etc. In the latter case, is it not 
the duty of personal representatives to see that the estate 
benefits ? In any case, can it be expected that, however 
altruistic the people involved, the claim will not be 
made ? Where is the dividing line ? 

In Hall v. Marians (19 T.C. 582) a lady had a share in 
a business in Ceylon, being assessable here on remit- 
tances. The income was paid into a banking account in 
Ceylon. She borrowed from the same bank in London 
and later transferred the loan to Ceylon to be set-off 
against her credit balance there, the balance of the over- 
draft being extinguished there by the sale of Indian bonds 
(representing business income previously invested). The 
Crown failed in two attempts to have this transaction re- 
garded as remittances. The loan went to meet the money, 
not the money to meet the loan! See also Wild v. King 
Smith (1941, T.R. 195). Again in Kneen v. Martin (19 
T.C. 33) a lady had sources in America assessable here on 
a remittances basis. She kept two bank accounts in 
America, one for income, the other for the proceeds of 
sale of securities. All remittances came out of the second 
account and were therefore capital. Had the remittances 
represented the proceeds of sale of investments made 
while she was resident here, however, the remittances 
would have been deemed to be of income (so far as they 
did not exceed the income, of course). 

If a salary is to be paid free of tax, it costs the company 
more to pay such sum as after deduction of tax will pro- 
vide the stated salary than to pay the salary plus the 
tax thereon. If it is also to be free of surtax, the difference 
in amounts is grotesque; if the salary is big, the tax 
under the first method may make the payment impossible. 

A director or employee wishes to retire, the company 
to pay him a suitable sum in acknowledgment of his 
services. Such a payment will be taxable in his hands 
unless it can be disguised as a payment for the loss of 
future income. If taxed, the residue may be so small as to 
be of little account. Can the company be blamed for 
adopting some method such as that in Hunter v. Dew- 
hurst (16 T.C. 605) or Duff v. Barlow (20 A.T.C. 33) ? We 
do not attempt to answer. 

To continue the illustrations would be to “‘ flog a dead 
horse.’’ We think enough has been said to show the diffi- 
culties of the situation. Perhaps the Commissioners of 
Inland Revenue will find it easier to come to a conclusion 
than we found it, when they have to consider under 
Section 35, Finance Act, 1941, whether the main purpose 
of a transaction has been the avoidance of E.P.T. We 
think we shall find it easier to adduce arguments in such 
cases that the main purpose is commercial. 

It is, however, comforting that the Crown have taken 
these powers for E.P.T. and to see also the many steps 
already taken to curb tax avoidance. Let us advise our 
clients that, whatever their opinions on the morals of 
“clever ’’ avoidance, it is not worth trying owing to the 
danger of retrospective legislation such as we have already 
had. Which still leaves us in the quandary of where it 


all begins ! 
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— Taxation Notes 


Undrawn Remuneration. 

From time to time, the question arises whether 
undrawn remuneration is assessable or not. The 
Revenue attitude is plain: such remuneration is assess- 
able, though they will usually defer collection of the 
tax until the remuneration is drawn, unless it is clear 
that it is left asa loan. If the remuneration is waived, 
the assessment is discharged. In our opinion, it is 
time that the Revenue practice was challetged in the 
Courts. The principie in Lambe v. C.I.R. (17 T.C. 212) 
and Dewar v. C.I.R. (19 T.C. 561) seems to lus to apply 
equally to Schedule E. In the first case, L. entitled 
to interest on a loan. He had not waived his right to 
the interest, but it was problematical if the company 
could ever pay it. It was made clear by the Courts 
that ‘‘ receivability without receipt ’’ does not con- 
stitute income. 
to interest on a legacy from an estate of which he was 
executor, but voluntarily refrained from taking the 
interest. The Lambe case was followed. ‘‘ There must 
be a coming in to satisfy the word ‘ income’ ”’ (M.R.). 
The Revenue have no authority for their action in 
assessing and holding over collection, which was 
criticised in the Lambe case. In our opinion, the same 
principles apply to Schedule E ; until the person entitled 
to remuneration receives, or, ‘what is the same thing, 
exercises dominion over it, he cannot —~ be 
assessed thereon. 


E.P.T.—Borrowed Money 

The conventional method of calculating the amount 
of the average bank overdraft is to ascertain the rate of 
interest charged by the bank and from the known 
amount of bank interest charged compute the capital 
amount relevant thereto, e.g., if interest is £150 and the 
rate 5 per cent. the average overdraft is £3,000. 
Readers must be on their guard against accepting this 
as applicable in all cases. There may be other factors ; 
we have recently dealt with cases where the method 
would be totally erroneous. In one, the owner of a 
business has a considerable overdraft, but he is also the 
owner of a “‘ one-man ”’ company with a credit balance, 
which is taken into account by the bank gs an off-set 
against the overdraft for the purposes of charging 
In another, the bank took into account that 
there had been considerable credit balances earlier in 
the year. In both cases the position ig somewhat 
anomalous, but the true average must be found by 
other methods, such as have already been described in 
these columns. The biggest anomaly, of course, lies in 
the fact that the average overdraft is to be computed 
irrespective of the fact that for the greater part of the 
period there was no overdraft. As an extreme case, 
suppose that the credit balance for a year never fell 
below £10,000, until the last week, when there was an 
overdraft of £26,000. The average overdraft for the 
a = £500, yet on true average there was no 
debit balance on the year as a whole. The position may 
be complicated further by the bank allowing } per cent. 
interest on credit balances in excess of a stated sum, and 
charging 44 per cent. on overdraft. As usual, the facts 
of each case require close examination ; it is dangerous 
to jump to conclusions on stereotyped formule. 


E.P.T.—New Subsidiaries 

The wording of the law regarding new subsidiaries is 
complicated, and we often wonder whether the words 
give effect to the intention. 


Be that as it may, the 


In the second case, D was entitled ~ 


Acts must be followed. In a recent publication the 
author states: “‘ The first point of importance... is 
that a standard period may be selected even though 
the principal was not carrying on a trade or business 
before July 2, 1936—provided that any of the group 
members were so doing.”” We find it difficult to fit this 
into Rule 13 of Part IV of the Fifth Schedule, Finance 
Act, 1940, which defines a “ new subsidiarv”’ as: “‘a 
body corporate which was a subsidiary member of the 
group in [the chargeable accounting] period but which 
was at no time during the standard period of the group a 
member of that or of any other group of companies.”’ 
The author’s statement appears to us to be true only 
if the principal company in question has acquired control 
of an existing group. As one of several examples on 
similar lines he gives the case of A., Ltd., formed in 
1938 to take over shares in B., Ltd. (commenced 1934), 
C., Ltd. (commenced 1937) and D., Ltd. (commenced 
July 1, 1936), and says: ‘“A., Ltd., can select a 
period to be the group standard period.’’ With respect, 


. we do not see how this can be so, unless B. and D. were 


members of a group in the standard period and there 
is a substantial degree of connection or continuity 
between the two groups; none of the companies was a 
subsidiary member of this group in whatever standard 
period A., Ltd., could select, and all must therefore be 
new subsidiaries. 

Let it not be supposed that we are criticising the 
author; we mention the point to show how even one 
who has evidently given close and careful study to the 
Acts has reached a conclusion which we cannot follow. 
As we read the Acts, it is impossible for any subsidiary 
of a company formed after July 1, 1936, to be other 
than a new subsidiary unless it comes from a related 
group. We should be delighted to find that we are 
wrong, as the position is anomalous. 


Age Allowance—Marginal Relief 

A reader points out that the limit to which the marginal 
relief is really profitable is raised to £666 if the post-war 
credit is considered, and all income is unearned, e.g. : 


Income £666 £666 as 500 
Age all’ce 50 
aa 80 80 
—130 
586 — 
ad 370 
£165 at 6/6... 53 12 6 £165 at6/6... {53 12 6 
421 at 10/- ... 210 10 0 205at10/-... 102 10 0 
166 x ? *... 124 10 0 
Tax payable 264 2 6 280 12 6 
Post-war Credit £(33 + 20) at 
£20 at 10/-... 10 0 0 10/- a ae .2 
Tax burden... 254 2 6 254 2 6 


Where some of the income is earned, the turning point 
is found by deducting from {666 13s. 4d. one-third of the 
earned income. 


Trade Associations and E.P.T. 

Where a trade association has entered into the usual 
arrangement with the Revenue whereby it pays income 
tax on surplus income, and the subscribers are allowed 
to deduct the subscriptions in full in their accounts, it is 
the practice not to assess N.D.C. on the association 
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unless the surplus exceeds {10 per member. A similar 
practice is adopted for E.P.T. But if the association is 
assessed to E.P.T., it is not allowed a minimum 
standard, on the ground that it is partly the business 
of each member. It is therefore assessable on the basis 
of having a standard profit based on its standard 
period, or, if formed after July 1, 1936, on the statutory 
percentage of average capital employed in the chargeable 
accounting period. 
Payments to Wife as Employee 

Some Inspectors of Taxes take an unduly narrow view 
in connection with payments by a husband to his wife 
for helping in the business. In Thompson v. Bruce 
(1927), 11 T.C. 607, the Commissioners refused the 
additional personal allowance on the grounds that there 
was no satisfactory evidence of the payment or that the 
wife was entitled in her own right to any profits assess- 
able. No entries appeared in the accounts or wages 
book, and no deduction had been allowed for payments 
to the wife in computing the business assessment. This 
case is often quoted, but its restrictions should be 
noted. Obviously, it is a question of fact whether she 
works in the business and is paid for such work, but a 
husband probably does not want to disclose in a wages 
book or cash book kept by employees how much he 
pays to the wife, and the more practical outlook taken 
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by the majority of Inspectors should be applied by all: 
It is farcical that, as is sometimes the case, the Inspector 
should try to disallow the payment on the grounds that 
it is made out of drawings, arguing that it is therefore 
pin money. 
Obsolescence 

Arising out of our note in the December issue on the 
effect of the decision in Charente Steamship Co. v. Wilmot, 
another reader states that an Inspector of Taxes seeks to 
set off surpluses on secondhand cars replaced against 
deficiencies on others, on the ground that cases such as 
that quoted do not concern him, cars not being “‘ plant 
or machinery,” and the allowance, therefore, concessional. 
Our reader asks for comments. It is hardly credible that 
an Inspector should have time to spare to adopt such far- 
fetched contentions. Nowhere in the Acts can we find any 
ruling that machinery must be static. A motor car is just 
as much plant or machinery as a ship, or any other 
mechanical device, and we can only assume that mistaken 
zeal is the cause of the contention. The Board of Inland 
Revenue is not guilty of making public concessions in 
such matters, yet not only is wear and tear of motor cars 
included in the list of agreed rates, but an increase for 
““A’”’ licence vehicles has recently been notified. The 
matter should be pressed, and if the Inspector persists 
in his attitude, taken to appeal before the Special 
Commissioners. 


By W. B. COWCHER, 0O.B.E., B.Litt., Barrister-at-Law. . 


Sur-tax—Transfer by respondent and wife of estate and 
investments to a company—Respondent and wife allotted 
preference shares giving control—Ordinary shares allotted 
to son and in trust for daughters—Whether company’s 
income is income of vespondent—Finance Act, 1938, 
Sections 38 (2), 41 (4) (0). 

In C.I.R. v. Morton (Court of Session, March 28, 
1941, T.R. 81), the respondent and his wife transferred 


‘7 a private unlimited company with a capital of 
4 


00,000 in: £1 shares a landed estate and investments 
at the price of £308,000. This was satisfied by allot- 
ment to respondent and his wife of preference shares 
totalling 233,000 and also by an allotment of 75,000 
ordinary shares to his son and to trustees for his three 
daughters. Each preference and ordinary share had 
equal voting rights, whilst, as is usually the case with 
family companies irrespective of questions of taxation, 
there were somewhat stringent restrictions on transfers 
and transmissions. Respondent and his wife, by reason 
of their voting control, could put the company into 
liquidation at any time. The Crown contended that 
such liquidation determined the settlement, or at all 
events a provision thereof, and that as a result of 
Sections 38 (2) and 41 (4) (6) of the Finance Act, 1938, 
the whole income of the company should be regarded 
as the income of the respondent. The Special Com- 
missioners rejected this contention ; but their decision 
was reversed by a majority of the Court, Lords Fleming 
and Normand holding that the case was caught by the 
provisions of the Act, whilst Lord Moncrieff dissented. . 

These “‘ settlement ”’ cases make dull reading for all 
but those specially interested; but to the present 
writer it would seem that in holding that the power 
of the respondent and his wife to put the company 
into liquidation by reason of their voting power was a 
power to determine a provision of the settlement within 
Section 38 (2) the Court has gone much further than the 
Court of Appeal in C.I.R. v. Payne (1940, A.T.C. 505, 


noted in our April, 1941, issue), although Lord Fleming 
thought the present one a fortiori of that case. In 
Payne’s case the settlement was to cease upon the 
company being wound up; but here there was no such 
provision, and to base the decision upon the possibility 
that owing to a shrinkage in the value of the company’s 
assets the respondents might on liquidation become 
the beneficial owner of the whole seems to be going 
beyond what is reasonable and necessary. Lord 
Moncrieff’s dissenting judgment is an acute analysis of 
the position which in the writer’s opinion is far more 
convincing. 


Sur-tax-—Settlements—Sale of shares to unlimited com- 
pany formed by vendor—Allotment to him of preference 
shares giving voting control—Settlements created by vendor 
—Purchase by trustees of ordinary shares in the company— 
Whether transaction an arrangement within Section 41 
(4) (b) of the Finance Act, 1938, and so within Section 
38 (2) of the Act. 

The main facts in Chamberlain v. C.I.R. (K.BD., 
September 29, 1941, T.R. 201) are stated in the heading. 
The company had a capital of £100,000 in 50,000 prefer- 
ence shares of 10s. and 7,500 ordinary shares of {10 
each. Appellant was allotted 35,000 preference shares. 
In March, 1936, he settled £3,500 on trust for his wife 
and four children and the trustees bought 350 ordinary 
shares. In December, 1936, following the enactment 
of Section 21 of the Finance Act, 1936, the ordinary 
shares were divided into five classes, and four other 
settlements were made, the funds being provided by 
the appellant and the trustees buying ordinary shares 
in the company therewith. Each class of share was 
only entitled to such dividends as were decided upon in 
general meeting. All the settlements were irrevocable ; 
but all the company’s shares had equal voting rights, so 
that appellant could put the company into liquidation 
if he so wished. 
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The Special Cammissioners had decided that the whole 
was an arrangement within Section 41 (4) (b) of the 
1938 Act, and Lawrence, J., without giving a considered 
judgment, approved their decision, following C.J.R. v. 
Morton (Court of Session, March 28, 1941, T.R. 81, 
reported on preceding page). It looks, therefore, as if 
the point may be carried further. 


Sur-tax—Transfer of assets to four Canadian companies— 
Consideration promissory notes redeemable out of income 
—Part of transferor’s other interests in Canadian com- 
panies transferred to son—Whether transferor had power 
to enjoy within Section 18 (3) (b) (c) of Finance Act, 1936. 

Lord Howard de Walden v. C.I.R. (K.B.D., July 25, 
1941, T.R. 177) is the second case arising out of the same 
series of transactions. The earlier one was dealt with 
in our issue of April, 1940. The appellant had trans- 
ferred very large assets to four Canadian companies. 
The consideration consisted of allotment of shares and 
of four series of promissory notes, one hundred and 
twenty in each series ; and one note of each was payable 
every three months. The aggregate nominal sum of all 
the notes was £2,670,000. Whilst retaining the notes, 
the appellant had transferred a large part of his interest 


in the companies to his son. In the earlier case which’ 


came before the Court, the question was whether the 
payments of the promissory notes constituted income or 
capital, and, granted that there was a liability, how much 
it was. Here, the question was whether the appellant 
had “‘ power to enjoy income ”’ within Section 18 of the 
Finance Act, 1936. If he had, the whole of the income of 
the companies would become his income for income tax 
purposes. On this issue, Macnaghten, J., upheld the 
decision of the Special Commissioners in favour of the 
Crown. . 

The case shows the extent of the powers obtained by 
the Revenue in Section 18 of the Finance Act, 1936. 
“ Power to enjoy’”’ the income of the Canadian com- 
panies, in any ordinary sense of the phrase, the appellant 
certainly had not. But, by sub-section (3), the words 
are deemed to have special meanings, and, by sub- 
paragraph (0), include the case where “ the receipt or 
accrual of the income operates to increase the value to 
the individual of any assets held by him or for his 
benefit ’’ ; and the Judge held that the income which each 
of the Canadian companies received must increase, al- 


. though, maybe, to a small extent, the value of the | 


promissory notes. This value depended upon the credit 
of the companies which must be improved by the 
income which they received. 

This reasoning does not appeal to the writer in the 
absence of information as to the financial positions of 
the Canadian companies from year to year. Legal 
persons are like ordinary persons in that their credit 
will be determined not by income but by the relation of 
assets to liabilities. In other words, if the positions of 
the companies had improved since the promissory notes 
were issued by reason of accumulations of income, then 
sub-paragraph (b) would apply, but, with respect, not 
otherwise. 

But there is sub-paragraph (c) to be considered in 
addition. This, inter alia, provides that ‘‘ power to 
enjoy’ shall include the case where the individual 
“receives or is entitled to receive, at any time, any 
benefit provided or to be provided out of that income ”’ ; 
and there was no gainsaying the fact that, in the years 
affected, £89,000 had been paid to the appellant out of 
the incomes of the companies in respect of the notes 
which had fallen due. 

The conclusion come to by the Judge may best be 
expressed in his own words: “‘ It seems to follow that 
a person who has not got one penny of the income of 
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the person resident or domiciled out of the United 
Kingdom may, nevertheless, have power to enjoy the 
income of that person within the meaning of the section.”’ 


Stamp Duties—Conveyance on trust for sale—Voluntary 
conveyance inter vivos—No beneficial interest arising— 
Whether conveyance nevertheless subject to adjudication 
—Stamp Act, 1891, Section 12, Finance (1909-1910) 
Act, 1910, Section 74, sub-sections (1), (2) and (6). 

In ve Robb’s Contract (Chancery Div., May 7, 1941 ; 
C.A., July 31, 1941; T.R. 95, 169) is a case of very 
great importance because the Courts have decided that 
a long-established practice in connection with the 
stamping of deeds, a practice which is for the con- 
venience of Revenue and public alike, is in contravention 
of the law. In his judgment the Master of the Rolls 
indicated the need for legislation. 

There is no need to recite the facts of the case. The 
general issue was whether all documents which were 
voluntary dispositions inter vivos within sub-section (1) 
of Section 74 of the Finance (1909-10) Act, 1910, and 
were also within sub-section (6), required to be adjudi- 
cated in accordance with the provisions of sub-section 


* (2). All the judges before whom the case came were 


reluctantly unanimous that sub-section (2) fell to be 

complied with. 

The provisions of sub-section (6) are :— 

“A conveyance or transfer made for nominal 
consideration for the purpose of securing the repay- 
ment of an advance or loan or made for effectuating 
the appointment of a new trustee or the retirement 
of a trustee, whether the trust is expressed or 
implied, or under which no beneficial interest 
passes in the property conveyed or transferred .. . 
shall not be charged with duty under this 
soctien . ...” 

whilst by sub-section (2) :-— 

“* Notwithstanding anything in section 12 of the 
principal Act, the Commissioners may be required 
to express their opinion under that section on any 
conveyance or transfer operating as a voluntary 
disposition inter vivos, and no such conveyance or 
transfer shall be deemed to be duly stamped unless 
the Commissioners have expressed their opinion 
thereon in accordance with that section.” 

To mention but one class of case affected by the 
judgment, a very great number of documents within 
sub-section (6) are executed each year in connection 
with bankers’ loans; and neither the banks nor the 
Revenue have suffered because the fruitless incon- 
venience of adjudication under sub-section (2) has been 
avoided. In fact, it was shown that the Commissioners 
of Inland Revenue had issued many years ago a circular 
which both the Master of the Rolls and Clauson, L.J., 
who gave the judgments in the Court of Appeal, held 
to be without legal basis. Clauson, L.J., made some 
very pointed remarks upon the subject of this circular : 

“they are deliberately inviting persons, whose 
duty it is to act upon documents, and only upon 
properly stamped documents, to di the 
provisions of the section.” 

ain : 

“T have hesitated long before accepting a con- 
struction of the section which must involve this, 
that the Commissioners of Inland Revenue have 
either misconstrued the section, or they have 
thought it within their duty to authorise persons 
to disregard the operation of the section.” 

In times like these, when the temptations to ignore the 

laws of the Constitution are great, such judicial observa- 

tions are not without their value generally: 
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Rubber and Tin Shares Slump 


_ The extension of the war to the Pacific did not find 
the Stock Exchange quite so shock-proof as in some 
previous political crises. To be sure, even the devas- 
tating loss of two of our finest battleships did not 
seriously affect gilt-edged values, but the industrial 
market, which had been enjoying a rather active period, 
reacted noticeably. Even so, the Financial News index 
of ordinary shares reacted only a few points from the 
level of 83.0, which will presumably stand as the year’s 
peak, and there was nothing at all approaching the 
collapse of over 21 per cent. in values which followed 
the fall of France. The trouble on this occasion was 
not with the market’s nerves, but the fact that a number 
of important sections were directly menaced by the 
spread of the war, especially to Malaya. Until the 
very eve of the attack, Japanese bonds in London had 
remained steady on a yield basis of about 20 per cent., 
and these inevitably slumped to almost nominal levels. 
Australian loans sagged on to their minimum prices. In a 
few days, rubber shares, both Malayan and Dutch, lost 
anything up to 40 per cent. of their value. It should 
be noted, however, that the market was not discounting 
any possibility of permanently losing Malaya to the 
Japanese, but the danger that in a brief period of 
occupation the invaders might be able to cause serious 
damage to the rubber trees and tin dredges. 


Dec. 17, Change on: 
1941 Month Year 
Consols 24% ... .. 81} —} + 5} 
War Loan 34% __.... 1044 — + 1} 
Funding 23% ... 99} + @ + 1} 
Australian 5% 1945/75 1013 © — 2 — 3} 
Argentine 4% Roca... 96 + 1 + 5 
Brazil 5% Funding 1914 42} — 44 +133 
Chile 6% 1926.. ae | — 34 +9 
B.A. Gt. Southern ... 8 — ij + 3 
Japanese5% 1907 ... 10 —15 —17 
Hongkong, Shanghai Bk. 63 —144 —12} 
L.N.E.R. 2nd Pref. ... 19 + 2 + 8} 
Courtauld ae ... 33/6 — l/- + 2/6 
Cunard . sae .- 13/103 — 1/9 +11/15 
Harrods _ , .+» 35/- + 9d. + 6/6 
Cammell Laird ae + 44d. + 1/9 
Dunlop .. - 32/8 — 5/9 — 
Imperial Tobacco ay °C —* +1 
Burmah Oil _... er | — # — } 
Mexican Eagle .. 10/6 — 1/6 +3/105 
Kuala Lumpur .- 10/- — 8/9 — 6/3 
Allied Sumatra prea, | |S — 1/7; —3/6 
Rubber Trust .... .... 20/7} — 8/- — 5/43 
London Tin — — 73d. — 9d. 
S. Malayan Tin on) — 8/14 —11/10} 
Rhokana ree oo.) an + 4 
Crown Mines ... sey + — 4 — 2 
S.A. Lands... oom. + — 
W. Wit... ok co) — +1 
Financial News Indices : 
_ Ordinary shares... 79.5 — 08 + 9.7 
’ Fixed interest .» 131.6 — 0.5 + 6.7 


Security Prices in 1941 


Though the year may have ended on a rather subdued 
note, 1941 as a whole was a year of recovery for the 
stock markets, both as to volume of activity and prices. 
Under the lead of Government bonds, fixed-interest 
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securities showed an improvement of 5.4 per cent.” 
the yield on Consols further declining from 3.26 to 
3.06 per cent., against 3.66 per cent. at the end of 1939. 
After a poor showing in the first quarter, industrials 
have since been consistently firm and show a gain on 
balance of as much as 13.9 per cent., thus reversing 
the scissors movement vis-a-vis gilt-edged of the previous 
year. This movement is the more striking as until the 
second half of the year both profits and dividends were 
still declining under the influence of 100 per cent. E.P.T. 
Like the revival of speculative activity in other sec- 
tions, it must be regarded as a derivative of the cheap 
money policy, falling interest rates prompting both a 
search for higher yields at the expense of security or, more 
probably, tax-free capital gains. As will be seen from the 
following table, all the main groups shared in the 1941 
recovery, though their relative position compared with 
end-1939 levels shows striking variations :— 


Actuaries’ Investment Index (1928=100) 


End- End- 
December November 

1939 1940 1941 

Consols at oa 121.8 136.9 145.7 
Ordinary Shares 

Aircraft ... ieee 56.7 50.1 | 53.6 

Coal : Ade 89.3 68.9 82.7 

Iron and steel... 51.2 47.1 53.6 

Motors ts: sila 27.2 27.3 36.5 

Oil ... ad whe 71.0 47.1 54.6 

Home rails «- 42.0 33.6 41.4 

Shipping ... tose 14.5 13.4 21.1 

Stores sa nae 46.0 34.6 44.0 

All industrials... 56.4 49.5 58.2 


Shipping shares provide the outstanding feature with 
an advance of 57 per cent., and in this group the most 
spectacular movement is the fivefold appreciation in 
Cunard Line, shown in the previous table. Motor shares 
rose 35 per cent. and the stores group 27 per cent. While 
oil shares rallied by 16 per cent. last year, they still 
show a decline of 23 per cent. on the end-1939 level. 


Public Utility Conversions 


Step by step, the Treasury is gradually reversing 
its policy with regard to conversion issues. Throughout 
1940, the authorities persistently refused to allow any 
conversion of the large volume of local government 
debt issued at high rates of interest and becoming due 
for optional redemption. The first relaxation of this 
ban came in March, when local authorities were per- 
mitted to effect conversions for a total of some 
£32,500,000 of stock repayable before October 1. Later 
in the year, the Treasury permitted the conversion into 
new 3} per cent. stocks of Australian issues totalling 
some {£30,000,000. Two further concessions have now 
been announced. Permission has been given to certain 
public utility undertakings to convert optionally redeem- 
able issues bearing interest at more than 4 per cent. 
The most important stock affected is the London 
Transport T.F.A. stock, redeemable on or after January | 
next, of which £12,583,000 is outstanding. Including 
other convertible issues, such as the Port of London 
Authority 4}? per cent. stock and North-Eastern Electric 
Supply 5 per cent. debentures, the total amount of 
stock which will be affected if the public utilities take 
advantage of the Chancellor’s concession is in the 
neighbourhood of £20,000,000. 
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General Ban Remains 

It will be recatted that in the case both of the local 
authority conversions and the Australian conversions, 
the Treasury in effect acted as underwriter for any 
unconverted amounts. No indication has been given 
that this facility will be extended in the present instance, 
and the status of the various borrowers varies so widely 
that conversion is unlikely to be effected by means of 
an omnibus issue, as in the case of the local authority 
stocks. In addition, local authorities have been given 
permission to convert mortgages which may be deter- 
mined at the borrower’s option before maturity and 
carrying interest at more than 3} per cent. Even 
though the previous conversions have been highly 


Tube Investments 


Addressing shareholders shortly after the outbreak of 
hostilities the late Mr. Arthur Chamberlain, who was 
then chairman of Tube Investments, told them that 
during the war there was no chance of their receiving an 
increase in the rate of dividend and little chance of their 
receiving a decrease. A year ago Mr. Chamberlain 
declared that he saw no reason to qualify that opinion. 
The announcement that for 1940-41 the total dividend 
on the ordinary shares was to be reduced from the 23} 
per cent. paid from 1936-37 onwards to 20 per cent. 
therefore came as a surprise. The accounts show a fall 
from £804,368 to £582,007 in dividend receipts from 
subsidiary, allied and associated companies, and the 
report states that this is due to increased manufacturing 
costs, war damage, insurance, the higher income tax and 
a full year’s E.P.T. There is nothing in this to indicate 
that the past year’s figures have been affected by 
retrospective taxation, but the preliminary statement 
made it clear that the net profits of the subsidiaries had 
been struck “ after charging the additional 1s. 6d. in tax 
payable in respect of the previous year’s earnings.” 
The amount of this retrospective charge is not stated, 
but if it were applied over the whole field of the group’s 


. earnings there would be £100,000 odd to deduct from the 


present company’s 1939-40 revenue and the same sum 
to add to its 1940-41 revenue, bringing the figures for the 
two years to approximately the same level. With Mr. 
Chamberlain’s assurances in mind this emphasises the 
radical nature of the dividend decision. Perhaps the 
explanation is to be found in the new chairman’s intima- 
tion that the board has ‘‘ made a start’ with building up a 
war contingencies reserve with an allocation of £200,000 
~-a provision which he describes as “‘ both prudent and 
necessary.” But stockholders received no enlighten- 
ment on this point at the meeting, for the only business 
there was the putting of the formal resolutions to the 
vote, and stockholders were shortly told, beforehand, 
that ‘a quorum has been arranged and the attendance 
of other stockholders is not necessary.” 


British Celanese 

The past record of British Celanese is chiefly remark- 
able for the wide fluctuations that have taken place in 
the company’s earning capacity from year to year and 
the optimism with which the directors, when profits 
have shown favourably, have set about the heroic task 
of dealing with dividend arrears on the {4,250,000 of 
74 per cent. participating preference capital. On two 


Points from Published Accounts 
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successful from the technical point of view and have 
certainly had no noticeably adverse effect on the prices 
of Government securities, however, the Chancellor still 
does not feel able to remove the ban on optional con- 
versions altogether. The City has never felt able to 
understand the Treasury’s policy on this question, for 
in a closed capital market, a borrower converting to a 
lower interest basis is certainly not competing with the 
Government for savings and may indeed help to con- 
solidate the low interest rates resulting from the cheap 
money policy. The one possible danger is that a holder 
refusing the conversion offer might devote the proceeds 
to consumption, but in the absence of a conversion 
this might be done equally well by selling the stock in 
the market. 


occasions in the last five years a six months’ payment on 
this class has been made, but these distributions have 
not prevented the arrears from mounting to the formid- 
able total of £3,346,875. That the hope of dealing with 
this incubus. from current revenue has not been aban- 
doned is indicated by the announcement made in 
October that consideration of a payment on this class 
was being deferred pending the result of negotiations on 
the question of the company’s liability to E.P.T. and 
income tax. The possibility that an alternative stan- 
dard may be granted lends added interest to the 
announcement that the whole of the profits shown in the 
accounts for the year to June 30 last was earned in the 
second half of the period and that improved conditions 
have continued. But of the net surplus of £194,860 
remaining after providing £300,000 for taxation, £89,687 
goes in first preference dividend and the balance of 
£105,173 is equal to only 5 per cent. on the 7} per cent. 
second preference shares. And that balance would have 
been substantially smaller had not war damage con- 
tributions of £122,799 accrued from September 3, 1940— 
equivalent to an annual charge of £73,000 odd—been 
carried to suspense account. The point to notice is that 
with this addition the intangible items in the balance 
sheet are brought to nearly £3,000,000—the exact figure 
is {2,976,559, of which goodwill, patents and patent 
rights account for £1,913,118. And against that huge 
sum there are free reserves of only £439,430. Rather 
than try to stem the stream of dividend arrears by 
applying isolated sums in prosperous periods it would 
seem wise to ‘consider a capital reconstruction scheme 
under which these arrears could be funded and the dead 
wood pruned from the balance sheet. 


The next payment of purchase tax is due on or before 
January 31, and the necessary forms P.T.11 have been 
posted to all registered persons. While the vast majority 
are paying their tax promptly by the prescribed dates, 
a small minority have not done so, and a number of 
prosecutions have been necessary, in which the Courts 
have imposed substantial penalties in addition to the 
tax 


Persons having claims against Japanese ships, ship- 
owners, or charterers are reminded that under the 
Cargoes and Claims (Information) Order (S.R. & O. 
1940, No. 1568), they are required to report particulars 
to the Secretary, Enemy Shipping Claims Committee, 
Norman House, Strand, London, W.C.2. Persons failing 
to do this are liable to heavy penalties. 
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INSOLVENCY 

Bankruptcy—Order for Appropriation of Salary a 
Discharge of Geaeoe. J : se 

It is curious that it has never been settled by authority 
what is meant by “ the termination of a bankruptcy.” 
In the recent case of Re A Debtor (No. 6 of 1934), ex parte 
Official Receiver (1941, 3 All E.R. 289), the facts were 
that by an order under the Bankruptcy Act, 1914, 
Section 51 (1), dated March 1, 1938, a bankrupt was 
ordered to pay £5 a month out of his salary to the trustee 
during the bankruptcy and until the Court made an 
order to the contrary. The bankrupt was granted an 
immediate discharge on March 10, 1938, but the Court 
directed that the order of March 1 be expressly con- 
tinued. TheCourt was asked, on a special case stated, 
whether that part of the order of discharge expressly 
continuing the payment was valid and effective. Morton, 
J., held that the bankruptcy did not terminate with 
the bankrupt’s discharge ; therefore the terms in the 
order of discharge expressly continuing the payment 
under the previous order were valid and effective. 


EMERGENCY LEGISLATION 


Winding-up Order—Courts (Emergency Powers) Act, 
1939, Section 1 (5)—Jwurisdiction in Case of Post-war 
Contracts. 


In Re Middlesex Brick Co., Ltd. (1941, 3 All E.R. 410) 
a judgment creditor for over £4,000 (for goods supplied 
to the company in respect of a pre-war contract) peti- 
tioned for the company’s winding-up. The company 
applied for relief under the Courts (Emergency Powers) 
Act, 1939, Section 1 (5), which states that where a bank- 
ruptcy petition has been presented by any debtor, or a 
winding-up petition has been presented against any 
company on the ground that it is unable to pay its debts, 
and the debtor or company proves that the inability to 
pay is due to circumstances directly or indirectly 
attributable to the war, the Court may at any time stay 
the proceedings. The earlier sub-sections of Section | 
deal only with a liability in respect of pre-war contracts, 
and it was therefore argued that the sub-section in 
question must be construed as though it dealt with such 
liabilities only. But Simonds, J., held that the language 
of the sub-section was too plain to admit of that limited 
construction ; it was, he said, comprehensive, and 
referred to an inability to pay debts, without reference 
to the time when, or manner in which, they were 
incurred. Therefore the Court had jurisdiction to order 
relief in any such case. It should be noted that in 
post-1939 emergency legislation the Court’s jurisdiction 
has been specifically extended to cover contracts entered 
into since the outbreak of war. 


Compensation (Defence) Act, 1939, Section 2 (1) (d)— 
Property Requisitioned by Military Authorities—Com- 
pensation Fixed by Negotiation—Claimant’s Solicitors’ 
Costs of Negotiation not Allowable. 

In Rhodes v. Secretary of State for War (1941, 3 All 
E.R. 407), on a case stated, the Divisional Court unani- 
mously decided in favour of the Crown a point of great 
importance. Most of these claims are settled by 
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Legal Notes 


negotiation without reference to the tribunal. In the 
process legal costs are usually incurred. Unfortunately 
for the subject, this case decides that such costs are not 
recoverable. 


The claimant’s dwelling-house was requisitioned by the 
‘War Office, which took possession in October, 1940. In 
addition to the agreed amount of compensation for 
rent, the applicant claimed five guineas on account of 
costs of negotiations conducted by his solicitors. It 
was admitted by the authority that the costs were 
reasonably incurred. Although the amount involved 
was small, in view of the large number of similar cases 
which have arisen, the point is one of great public 
importance. 

If the determination is not agreed, but is referred to the 
tribunal, then by Section 9 (1) (c) the tribunal may 
award ‘‘ such sums by way of costs as the tribunal in 
its discretion thinks just.”” But the power to award 
compensation under Section 2 (1) (d@) is in different 
terms, and is to include ‘‘ a sum equal to the amount of 
any expenses reasonably incurred for the purpose of 
compliance with any directions given on behalf of His 
Majesty in connection with the taking possession of the 
land.” The Lord Chief Justice, delivering the judgment 
of the Court, said that nothing could be more reasonable 
than that persons who were required to hand over their 
property for public purposes should seek advice as to 
the measure of compensation provided by the Act. 
In the vast majority of cases the amount had been agreed 
without the necessity of reference to the tribunal. 


In the present case the Secretary of State, whilst 
maintaining he was not bound to pay anything in 
respect of such expenses, had paid them ex gratia. It 
was not disputed that a solicitor’s expenses in connection 
with making arrangements to comply with directions of 
the authority would be recoverable. The Court held, 
however, that there was a difference between expenses 
incurred in complying with the directions and those 
incurred in measuring the compensation for having so 
complied. Although it might be impossible to assess 
compensation until directidns had been complied with, 
and though it would be in accordance with the Act to 
allow the expense of employing a solicitor and surveyor 
to see what the directions meant and what was required 
to be done by the person concerned—yet it was quite 


‘different to say that, when the directions had been 


carried out, the expense of employing a solicitor to 
ascertain the compensation to which the claimant was 
entitled for having complied was recoverable. The 
expenses of measuring the compensation were not 
recoverable as compensation under Section 2. Therefore 
the sum of five guineas claimed as expenses could not be 
awarded by the tribunal. It is not easy to follow this 
subtle distinction, which appears to act harshly upon 
the subject. 


MISCELLANEOUS 


Stay of Execution—Only Higher Court can Vary Order. 
An important practice point was decided by Morton, 
J., in Re V.G.M. Holdings, Lid. (1941, 3 All E.R. 417), 
namely, that when a judge has made an order for a stay 
of execution which has been passed and entered, neither 
he nor any other judge of equal jurisdiction has power to 
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vary the terms of such stay; a variation cau only be 
obtained on appeal to a higher tribunal. In August, 1941, 
Bennett, J., made an order that X was to pay £15,980, 
with interest, to the liquidator of V.G.M. Holdings, Ltd. 
X obtained a stay of execution pending an appeal, upon 
his giving security to the Court in the sum of £5,000 
within four weeks of the date of the appeal. The four 
weeks had almost expired and the security had not been 
given. X applied to Morton, J., for an order that, if 
£3,000 was paid into Court within 7 days, there should be 
a stay of execution. Morton, J., refused and expressed 
the view that even Bennett, J., who had made the 
original order, would have no jurisdiction to vary its 
terms. If X was dissatisfied, his only remedy was to go 
to the Court of Appeal. 


LETTERS TO THE EDITOR 
“ Audit” of Solicitors’ Accounts 

Dear Sir,—With reference to the new legislation, 
reported in Accountancy for this month, the most 
dangerous spot that it has been my experience to come 
across is the transfer of items from one ledger account 
to another without first being passed through a journal. 

A principal can keep his eye on the cash received and 
paid by referring to his cash book and likewise on the 
costs charged by referring to his bill book, but if he 
allows his clerk to make transfers in the ledger without 
being put through a transfer journal, he cannot know 
what transfers have been made from time to time 
without going right through his ledger from cover to 
cover. 


it has not been my experience to find a dishonest clerk, 
but it has always struck me what a potential danger a 
transfer can be for covering up a mis-direction of cash. 
If, however, a transfer journal is kept, the principal can 
look through it weekly and initial it as approved. The 
auditor would not, then, recognise any ledger transfer 
that was not first passed through the journal. This may 
possibly be the practice in most offices, but it is certainly 
not universal,and I would almost suggest that such a 
transfer journal be made as indispensable a book as, say, 
the cash book. 

Yours faithfully, 
C. N. Rowe. 
Worcester, 
December 8, 1941. 


Mr. Frank H. Brown, Deceased 
Dear Si1r,—It was with very deep regret that I read 


of Mr. Brown’s death. As you are aware, at the time 


when he passed away, Mr. Brown was the sole remaining 
person associated with Messrs. H. Foulks Lynch & Co., 
Ltd., who had been with the firm since its inception. 
| believe that there are many former pupils of Foulks 
Lynch who, like myself, would wish to be associated 
with a gesture of appreciation to Mr. Brown’s widow. 
| have, therefore, approached Mr. Ernest Evan Spicer, 
l.C.A., of Messrs. Spicer & Pegler, and he has very 
generously accepted the responsibility of acting as 
Honorary Treasurer to this appeal. Former students of 
Messrs. Foulks Lynch who desire to contribute to this 
appeal might forward their donations to Mr. Spicer at 
19, Fenchurch Street, London, E.C.3. 
Yours faithfully, 

Leicester. D. SrrKn. 

December 12, 1941. 
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MR. C. HEWETSON NELSON 


In spite of the preoccupations of the war, it was a 
happy occasion when, on December 11, 1941, Mr. C. 
Hewetson Nelson received a presentation at the Annual 
Speech Day of the W: Grammar School. Mr. 
Hewetson Nelson, who is an old boy of the School, had 
completed thirty years as a member of the Board of 
Governors, and for twenty-one has been the 
Chairman. Mr. Hewetson Nelson established particu- 
larly happy relations with those who had occupied the 
office of Headmaster during his Governorship, and not 
least with Mr. F. L. Allan, M.C., M.A., the present Head- 
master. He believed the success of the School depended 
upon the Governors giving to the Headmaster the 
greatest scope for initiative and for influencing the 
School by his personality and ability. 

The School is an old foundation, having been estab- 
lished in 1590, and provides facilities for 700 boys. A 
feature of the activities of the School had been the 
presence at the Speech Days of men distinguished in the 
public life of the country, whom Mr. Hewetson Nelson 
was instrumental in inviting, and among whom may be 
mentioned the late Lord Stamp, and the present Bishop 


- of London, Dr. Fisher, when he was Bishop of Chester. 


In acknowledging the compliment paid to him, Mr. 
Hewetson Nelson referred to the contacts he had been 
able to make with educational institutions when he was in 
the United States of America. He had had the oppor- 
tuuity of seeing something of the work in High Schools 
in New Hampshire, and in some of the Universities in 
the Eastern States, including Harvard. 

In thanking the boys for their gift, he said that the 
volumes of John Buchan’s novels would be very welcome 
during the long evenings. 

Reference was made to other public services rendered 
by Mr. Hewetson Nelson on Merseyside, as a Justice of 
the Peace, and in connection with the building society 
movement, and to his services on the Council of the 
Society of Incorporated Accountants, of which he is the 
senior Past-President, and to members in Liverpool. 


THE CENTRAL REGISTER 


A new Appointments Department of the Ministry of 
Labour and National Service is to be formed to combine 
the functions of the present Central and Supplementary 
Registers. This was announced by Mr. Bevin in the 
House of Commons on December 11, and he promised 
to make a further announcement when details of the 
scheme had been worked out. The new Department will 
deal with persons possessing special administrative, 
managerial, professional or technical qualifications, and 
with others whose normal salary is over £420 per annum. 
It will operate through its headquarters staff or through 
staff under the control of the Regional Commissioners, 
according to the nature of the vacancies or the candi- 
dates. The regional organisation will be closely associated 
with the new District Man-Power Boards. A separate 
register is to be maintained of persons within the scope 
of the Department who are seeking an engagement, in 
order to obtain suitable employment for them in some 
form of national service. The present Central Register 
was established before the outbreak of war as a reservoir 
of persons with special qualifications who might be pre- 
pared to take up work of an appropriate nature in 
Government Departments, and a very small proportion 
of those enrolled are not already in full-time employ- 
ment. The Central Register has been of great service in 
providing qualified staffs for new Government Depart- 
ments. 
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The Emergency Acts and Orders 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime 
enactments and Orders which most concern the accountant. 
The twenty-sixth instalment is given below. The sum- 
maries are not intended to be exhaustive, but only to give 
the main content of an Act or Order, the full text of which 
should be consulted if details are required. 


ACTS 


National Service (No. 2) Act, 1941. 

All persons in Great Britain are liable to national 
service. The age limit for compulsory service under the 
National Service (Armed Forces) Act is’ raised to 51. 
The National Service Acts are extended to women. 

(See page 58 of this issue.) 


ORDERS 


COURTS 
No. 1640. War Zone Courts (Northern Ireland) Order, 
1941. 
' War zone courts are established for prescribed districts 
of Northern Ireland. 
(See AccounTANCy, September, 1941, page 218.) 


EXCESS PROFITS TAX 


No. 1762. Excess Profits Tax (Procedure on Appeals, 
etc.) Regulations, 1941. 

Rules and procedure and forms are prescribed for 
applications and appeals to the Board of Referees, in 
place of those contained in S.R. & O., 1940, No. 1676. 

(See Accountancy, November, 1940, page 30.) 


No. 1800. Relief from Double Excess Profits Tax 
(British India) Declaration, 1941. 
Where profits are liable to excess profits tax in British 
India and also in the United Kingdom, relief is to be 
given in each territory on a proportionate basis. 


EXPORTS AND TRANSHIPMENT 


Nos. 1968, 1969. Orders of the Board of Trade under the 
Export of Goods (Control) (No. 39) Order, 1941, and 
the Import of Goods (Control) Order, 1940, revoking 
certain licences. 

The Board of Trade has revoked all licences for the 
export or transhipment of goods consigned to Japanese 
or Japanese-occupied territory, or to China, except via 
the Burma Road. 

No. 1932. Export of Goods (Control) (No. 42) Order, 1941. 

Territories in the Far East are added to the list of 
destinations to which the export of all goods is prohibited. 

(See AccounTANCy, December, 1941, page 53.) 


FINANCE 
No. 1789. Order in Council amending the Defence 
(Finance) Regulations (Isle of Man), 1939. 

Sterling accounts of non-residents may be blocked, 
and the Isle of Man Regulations are further amended. 
The Order corresponds to No. 1779 in the United 
Kingdom. 

(See Accountancy, December, pages 39 and 53.) 


LIMITATION OF SUPPLIES 
No. 1614. Limitation of Supplies (Cloth and Apparel) 
(No. 4) Order, 1941. 
Detaiied provisions are made to regulate the applica- 
tion of the uulity mark to cloth and apparel of the 
various categories and prices specified in the schedule. 


No. 1858. Limitation of Supplies (Cloth and Apparel) 
(No. 6) Order, 1941. 

A registered person who uses controlled goods for the 
production of goods which are not controlled is to be 
deemed to have supplied the controlled goods for the 
purposes of the Limitation Orders, and they are to be 
valued at the current market price. The supply of 
footwear by manufacturers is prohibited except by 
licence. 

(See Accountancy, November, 1941, page 35.} 


LOCAL LOANS 
No. 1802. Treasury Minute Fixing Rates of Interest on 
Local Loans. 
The minimum rate of interest for local loans is 3} 
per cent., and other rates are reduced by } per cent., 
from November 11, 1941. 


TRADING WITH THE ENEMY 
No. 1882. Tracing with the Enemy (Custodian) (Amend- 
ment No. 3) Order, 1941. 

Money due from a bank to a person in the Channel 
Islands need not be paid to the custodian, but may be 
invested in any securities in which sums in a blocked 
account may be invested. 


Nos. 1883, 1973. Trading with the Enemy (Specified 
Persons) (Amendment) Orders, 1941, Nos. 19 and 20. 
Previous Specified Persons Orders are revoked and 
consolidated by No. 1883. No. 1973 adds the names 
of 160 persons controlled from, or closely associated 
with, Japan. : 
(See Accountancy, December, 1941, page 53.) 


UNDERTAKINGS 
No. 1775. Order in Council amending Regulation 78 of 
the Defence (General) Regulations, 1939. 

Where a Government Department has taken control 
of an undertaking and in the exercise of its powers under 
Regulation 78 (No. 1023) has removed half or more 
than half of the directors, it must also exercise the power 
to acquire all the shares of the company if called upon 
to do so by a special resolution passed within three 
months. If any shares compulsorily acquired were 
subject to a mortgage, pledge, or charge, the price is not 
to be paid to any person except under’an agreement 
between all parties affected or by an order of the 
Supreme Court or of the Court of Session. 

(See Accountancy, August, 1941, page 201.) 


WAR DAMAGE 
No. 1822. War Damage (Private Chattels Scheme) 
(No. 2) Order, 1941. 

Mechanically propelled invalid carriages and caravans 
as well as motor cars and vessels, are excepted from the 
condition which limits the Board of Trade’s liability in 
respect of any article to £50 or 5 per cent. of the total 
sum insured. 

(See AccounTaANcy, May, 1941, page 147.) 


WAR RISKS INSURANCE 
No. 1870. War Risks (Commodity Insurance) (No. 5) 
Order, 1941. . 

The premium for commodity insurance policies is to 
remain } per cent. per month for the three months 
commencing December 3, 1941. 

(See Accountancy, October, 1941.) 
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Publications ; 


The Excess Profits Tax. By H. E. Seed, A.C.A., 
A.S.A.A. Second edition 1941 and First Supple- 
ment thereto. (Gee & Co. (Publishers), Ltd. 
Price 20s. net.) 

The first editions of books on the excess profits tax 
were, of necessity, limited to general expositions of the 
tax and the views of the writers as to the probable 
practice on the numerous points of difficulty which 
loomed large from its very inception. In the second 
edition of his book Mr. Seed has been able to draw 
upon practical experience of the working of the original 
Act whilst explaining the additional provisions contained 
in the Finance Act, 1940, and the fifth schedule thereto 
which, as he points out, left the main features of the tax 
undisturbed and were mainly concerned with expatia- 
tion. The supplement covers the further provisions 
embodied in the Finance Act, 1941. Without doubt 
one of the most difficult and thorny problems is the 
treatment of subsidiary and other inter-connected 
companies. The author deals very fully with this part 
of the subject and covers the whole field, including the 
relation and adjustment of excess profits tax, national 
defence contribution and income tax, in groups of 
companies. He points out that a new subsidiary means 
a body corporate which was at no time during the 
standard period of the group a member of that or any 
other group of companies, with power to the Com- 
missioners to deal specially with a subsidiary transferred 
from one group to another where there is no substantial 
degree of connection or continuity between the two 
groups. Mr. Seed describes as something of a revolution 
in tax law the provision of Section 29 (1) of the 1941 
Act to the effect that, in computing the amount of the 
capital employed in a trade or business, no deduction 
is to be made in respect of borrowed money. The 
effect of this provision in relation to capital computa- 
tions is illustrated with concrete examples, which 
suggest that the full implications of this provision may 
not have been realised when the sub-section was drafted. 
Mr. Seed’s book will find continual and increasing 
favour in the accountancy profession. 


Income Tax Law and Practice. By Cecil A. 
Newport, F.C.R.A. Thirteenth edition. (Sweet 
& Maxwell, Ltd., and Taxation Publishing Co., Ltd., 
London. Price 15s. net.) 

This is the thirteenth edition of Mr. Newport’s work 
on income tax, which was first published 14 years ago. 
That simple fact proves that the book is readable and a 
sound exposition of the law and practice, and also that 
Mr. Newport has not shrunk from the difficult task of 
keeping an income-tax manual continuously up to date. 
The taxing Acts which have been placed on the statute 
book during the past two years have added further 
complexities to the subject, and one recalls with regret 
the shelving of the Bill drafted by the Codification 
Committee after many years of intense consideration. 
Had that Bill been passed into an Act it would have 
straightened out the tangle at least up to 1936. This 
volume follows the lines of earlier editions with special 
chapters on Dominion income-tax relief, Irish Free State 
income, charities and other privileged institutions, and 
sur-tax. A summary of past allowances from 1920-21 
is not only useful in dealing with back assessments but 
is also an interesting reflection of the needs of State 
finance in relation to the individual. It is more than 
ever necessary that an accountant’s reference book on 
income tax and sur-tax should be right up to date, and 


, t 

Mr. Newport’s new edition will no doubt soon appear 

on many shelves. 

Palmer’s Private Companies. Thirty-eighth edi- 
tion by J. Charlesworth, LL.D. (Stevens & Sons, 
Ltd., London. Price 2s. 6d. net.) 

As an authoritative work on private companies this 
small handbook has been popular for many years. It 
gives, in a concise form, such general information in 
regard to the formation of private companies as may 
enable those who read to understand why it is that so 
many are now formed and to point out to them some 
of the many advantages accorded to business men and 
others who avail themselves of our admirable and 
elastic system of company law. Of the total number 
of limited companies on the register 90 per cent. are 
private companies, and their popularity continues 
unabated. The author not only deals with the advan- 
tages of conversion to limited liability but also provides 
the answers to possible objections which might be raised 
by those who are not fully informed as to the powers 
which may be included in articles of association. 
Reference is made to the Liabilities (War Time 
Adjustment) Act, 1941, the benefits of which are granted 
to private companies but not to any other body cor- 
porate. The short chapter on the position of private 
companies in relation to taxation is perhaps too brief 
to be of any real value, and the author’s statement that 
the position of a private company is neither better nor 
worse than that of any other business in relation to 
E.P.T. is rather sweeping. As a general guide to the 
conversion of a business into a private company, 
however, this modest volume is complete and reliable. 


BOOKS RECEIVED 


Addendum to Excess Profits Tax Simplified. By 
H. A. R. J. Wilson, F.C.A., F.S.A.A.  (H. Foulks 
Lynch & Co., Ltd., London. Price Is. net, or with 
book, 5s. net.) 

Supplement to the Excess Profits Tax and the 
National Defence Contribution. By Cecil A. 
Newport, F.C.R:A. (English Universities Press, 
London. Price 2s. net.) 


SCOTTISH NOTES 
Unclaimed Bank Balances 

That a bank's customer can forfeit his credit balance if he 
allows it to lie untouched and makes no demand for payment 
within 20 years, if the bank sets up a plea of prescription, 
must have startled many. Yet a judgment in the Aberdeen 
Sheriff Court recently disclosed this fact. 

A widow sued the North of Scotland Bank for £191 18s. 0d., 
the balance of a sum of £195 14s. 4d. which her husband, 
while on mili service, had deposited in her name on 
November 20, 1918. In March, 1940—an interval of 22 
years—-she applied for payment of the sum which had 
remained at her credit during that time. The bank, in 
defending the action, put forward two pleas: firstly, that the 
sum in question had been paid to the pursuer ; and, secondly, 
that the debt alleged to be due had been Pigg eee in virtue 
of the long negative prescription and t, therefore, any 
form of enquiry was excluded. In giving effect to the plea 
of prescription, on which the Bank had insisted, the Sheriff 
remarked that it might have been thought that the defenders 
would have had the courage to follow the usual practice in 
the case of banks and decline to plead negative prescription 
and face up to an inquiry. The fact that the long negative 
prescription had been reduced from 40 to 20 years made such 
a plea startling and inequitable and he did not doubt but that, 
unless in very exceptional cases, the Scottish banks would 
continue to adhere to their practice of declining to take 
advantage of the plea of prescription. 
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Society of Incorporated Accountants 


MEMBERSHIP 


The following promotions in and additions to the mem- 
bership of the Society have been completed :— 


ASSOCIATES TO FELLOWS 

Arthur Albert (H. G. Liversidge & Co.), Rotherham, 
Practising Accountant; Chubb, Stanley John (Edward, 
Blinkhorn, Lyon & Co.), London, Practising Accountant ; 
Cornes, Bernard Charles (Brown, Peet & Tilly), London, 
Practising Accountant; Garner, Squire (Willett, Son & 
Garner), Manchester, Practising Accountant ; Green, Henry 
(Charles G. Clarke & Co.), London, Practising Accountant ; 
Gregory, Ernest Raymond (J. & A. W. Sully & Co.), 
Bridgwater, Practising Accountant; Hopewell, Arthur, 
Durban, Practising Accountant; Lawler, John Joseph 
(Lawler, Hooper & Co.), Liverpool, Practising Accountant ; 
Moore, Edward Guy (Stewart, Steyn & Co.), Johannesburg, 
Practising Accountant; Priestley, William Stephenson 
(Cunningham, Priestley & Co.), Sheffield, Practising Account- 
ant; Robins, William Thomas (Clifford Towers, Temple 
& Co.), London, Practising Accountant; Sen, Jitendra 
Nath (J. Sen & Co.), Calcutta, Practising Accountant ; 
Spanton, Raymond Percival (Oliver Lusher & Co.), Bury 
St. Edmunds, Practising Accountant; Tyers, George 
Arthur (Johnstone, Moulder & Co.), Kidderminster, Prac- 
tising Accountant; Waight, Wilfred Charles Staward 
(Waight & Co.), Bromley, Kent, Practising Accountant. 


ASSOCIATES 

Archer, Leslie Chapman, Chesterfield ; Arnott, Edgar 
Alfred, London; Brooks, Reuben, Bromley, Kent, Prac- 
tising Accountant ; Chapman, Norman Harcourt, Lon- 
don; Child, John Richard, Bishop Auckland; Cocker, 
Walter Spencer, Sheffield; Death, George Eric Rich- 
mond, Colchester; Douglass, Raymond, Cottingham ; 
Fitzell, William Henry, Dublin; Foley, Patrick Augus- 
tine, Dublin; Gabriel, Gordon Ernest, Leeds ; Gibson, 
John Wilfred, Hull; Gilleard, Frank, Huddersfield ; 
Harper, Edgar Cecil, London; Henshall, Ronald, 
Manchester; Hooper, Walter Ernest Spencer (Lawler, 
Hooper & Co.), Liverpool, Practising Accountant; Irwin, 
Charles Alfred, Belfast; Jordan, Alfred, Leicester ; 
Jordan, Eric Richard, London; Kellock, James, 
Dunfermline ; Krishnamoorthy, Bangalore, Bangalore, 
India ; Le Maitre, Kenneth Noel, Manchester ; Ludman, 
Samuel Bernard, Bradford; McCullough, Alexander, 
Belfast; McNab, John Ingle, London; Marshall, 
Herbert, Wakefield; Méellilieu, Harry, St. Helens; 
Morgan, Ivor, Hemel Hempstead ; Murrells, Frederick 
Stanley Baynes, Pinner; Nawar, Yamai Ibrahim, 
London ; Naylor, John, Barnsley ; Page, William Frank, 
Maidstone; Parkin, Basil Henry, Nottingham; Pedley, 
Thomas Kenneth Fitzgeorge, Shrewsbury; Savidge, 
John Charles Maxwell, Weymouth; Sears, Leonard 
John, Maidstone; Sutcliffe, Roy, Halifax; Swindell, 
Howard, Oxford ; Targett, Norman John, Wolverhamp- 
ton; Taylor, Kenneth John, Bedford ; Templeton, John 
Davis, Belfast ; Uren, Ernest Charles, London ;. Wilford, 
Albert Edward, Newport, Mon. 


DUBLIN STUDENTS’ SOCIETY 


The following meetings will be held at Jury’s Hotel, 
Dublin, at 6 p.m. :— 

1942 
Feb. 11 ‘“ Finance Act, 1941. Special Considerations,” by 

Mr. C. J. Dalton, A.s.a.a. 

Mar.4 “ Points on Voluntary Liquidations,” by Mr. H. 
McHoul, A.c.A., A.S.A.A. 
Mar. 25 ‘ Holding Companies,” by Mr. W. B. Butler, B.L. 
April Debate with Chartered Students. 


PERSONAL NOTES 


Mr. W. H. Charles, F.S.A.A., has been appointed Chairmaa 
of the Llanelly Borough Education Committee. 

Mr. B. R. Sinkinson, Incorporated Accountant, has been 
appointed City Treasurer of Bradford. 

Mr. R. V. Bartlett, A.C.A., Incorporated Accountant, 
announces that he has been admitted a partner in the firm 
of Messrs. Jones, Robathan, Thompson and Co. The style 
of the firm will be unchanged. 

Mr. N. R. Barton, Incorporated Accountant, has com- 
menced public practice at , Gathurst Road, Orrell Port, 
near Wigan. 

Messrs. Charles Hewitt & Co., Aegis Buildings, Loveday 
Street, Johannesburg, announce that following on the death 
of Mr. Charles Hewitt, F.S.A.A., the practice will be continued 
under the same name by the remaining partners, with Mr. 
P. C. Hewitt, A.S.A.A. as the senior partner. 

Mr. John Hillier, Incorporated Accountant, has resumed 
his former partnership in the firm of Lewis, Hillier & Co., 
Spalden Chambers, 17, Dunstable Road, Luton. 

Messrs. Langton & MacConnal, Incorporated Accountants, 
of 23, Queen’s Drive, Liverpool 18, and 12, Church Street, 
Liverpool 1, announce that they have taken into partnership 
Mr. James Leonard Hughes, Incorporated Accountant, who 
served his articles with the senior partner, Mr. Charles 
Tunnington. The firm will continue to practice under the 
style of Langton & MacConnal. 

The Board of Trade have appointed Mr. A. D. Scott to be 
Assistant Registrar of Companies and Assistant Registrar 
of Business Names, in place of Mr. F. W. Boustred, retired. 


REMOVALS 


Messrs. Crick & Bussell are now practising at 86, Marylebone 
High Street, London, W.1. 

Mr. Jack Goodman, Incorporated Accountant, has removed 
his offices to 72a, Rodney Street, Liverpool. 

Messrs. W. G. Olliffe & Sons, Incorporated Accountants, 
have removed their offices to 37, Furnival Street, Holborn, 
London, E.C.4. 

Messrs. William C. Tuke & Co. announce that their address 
is now 65-6, Chancery Lane, London, W.C.2. 


OBITUARY 


CHARLES HEWITT ; 

We have received with regret notification of the death on 
October 18 of Mr. Charles Hewitt, F.S.A.A., senior partner 
of Messrs. Charles Hewitt & Co., Johannesburg. Mr. Hewitt 
became an Associate of the Society of Incorporated Account- 
ants in 1910 and a Fellow in 1926. He was Chairman of the 
South African (Northern) Branch of the Society for the year 
1928-29, and during his term of office he paid a visit to 
England. He met many of the members who visited the 
Society’s newly opened headquarters at Incorporated 
Accountants’ Hall, and the Council received from him 
valuable advice on the profession in South Africa. 


ALFRED SHANKLAND 
We record with regret the death on November 25 of Mr. 
Alfred Shankland, F.S.A.A., senior partner of Messrs. Alfred 
Shankland & Sons, Incorporated Accountants, Cardiff and 
Barry. Mr. Shankland became a member of the Society of 
Incorporated Accountants in 1918. He was 58 years of age, 
and had been in public practice in Cardiff for twenty-six years. 
He was a member of the Committee of the South Wales and 
Monmouthshire District Society, in which he previously held 
the position of Honorary Auditor. In his profession he was 
well liked and respected, and an indefatigable worker. He 
found time, however, for a number of other activities, includ- 
ing that of Honorary Secretary to the Glamorgan and Mon- 

mouthshire Mission for the Deaf and Dumb. 
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